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Your Directors submit herewith the following report for the year ended 
December 31, 1967. 


SHIPMENTS, PRODUCTION AND EARNINGS 


The record upward trend experienced in Canadian newsprint production 
over the past three years did not extend into 1967. This was due to the demand 
situation in the United States of America, where the Canadian industry and your 
Company market the major part of their output. Expressed in percentages, the 
growth in United States newsprint consumption was 9.0% in 1966 and only 0.8% 
in 1967. This negligible growth last year, coupled with increased newsprint 
production by United States mills, resulted in a sharp drop in Canadian shipments 
of 347,000 tons or 5.3% below the 1966 figures. 


Company operations were affected by the prevailing economic conditions 
and more particularly by the closing of the New York World Journal Tribune in 
May 1967. The mill reverted from 7 to 6 days per week operations following 
the closing down of this New York daily. Mill production aggregated 119,288 
(125,908) tons and shipments for the year amounted to 118,457 (124,281) tons. 


A trial shipment of paper was made to France near the end of the year; our 
product performed very satisfactorily. A long term sales contract has been 
secured in this market. 


Net earnings amounted to $1,568,835 ($1,694,633), the decrease being 
almost entirely caused by reduced shipments. An increase of $3.00 per ton in 
selling price, which became effective July 1, 1967, was offset by rising costs. 


Net earnings per common share amounted to 87¢ (94¢) and after preferred 
share dividend to 77¢. This latter figure cannot be compared with 1966 as preferred 


shares were issued during 1967. 
aud 


Profit from exchange in 1967 totalled $979,798 ($1,008,887) fan depreciation 
charges increased to $767,250 ($716,450). 


NOTE: Figures shown in brackets throughout this report provide a ready comparison with the year ended 
December 31, 1966. 
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CAPITAL EXPENDITURES 


$1,312,000, including $157,000 for the expansion project in progress, were 
expended during the year for capital improvements in woods and mill and for the 
acquisition of other fixed assets. 


Woods expenditures amounting to $296,000 included construction of new 
access roads, forest inventory, mechanized pulpwood skidding and other mis- 
cellaneous heavy equipment. 


Mill expenditures aggregated $791,000. These included major alterations 
of the electrical distribution system which were completed at a cost of $310,500. 
Considering that these alterations involved the installation of new transformers, 
switchgear and ancillary equipment, it is interesting to note that they were carried 
out without loss of mill production. 


Steam generating capacity was increased by the installation of an oil-fired 
boiler having a capacity of 60,000 Ibs. per hour. Expenditures related to this 
item amounted to $128,000. Other capital projects involved equipment installa- 
tions to decrease the cost and improve the quality of our product. 


EXPANSION PROJECT 


During the year the conclusion of various agreements paved the way for a 
major expansion of production facilities at Clermont. 


Charlevoix Paper Company Limited, in which your Company has a majority 
interest, was incorporated during 1967. This subsidiary will install a new four- 
roll newsprint machine and your Company will supply the necessary groundwood 
pulp, steam and other services at an estimated cost of $5,578,000. Con- 
struction is already in progress and it is anticipated that the new paper machine 
will be operating by August 1969. 


The combined investment, which includes working capital, interest and 
financing expense, etc., for your Company and the new subsidiary is estimated 
at $25,000,000. 


Your Company's participation in this project required the issuing during 
1967 of 240,000, 64%%, Cumulative Preferred Shares (1967 Series) of a par value 
of $25.00 each and $7,500,000, 714%, Sinking Fund Debentures, Series “A”. 


Our partners in this joint venture are the Bulletin Company of Philadelphia 
and Ganneth Co. Inc., of Rochester, two prominent newspaper publishers in the 
United States. Long term sales contracts have been concluded for the output of 
this subsidiary. 


LABOUR AND COMMUNITY MATTERS 


During the period covered by this report, a new two year agreement was 
signed with the Union representing forest workers. The mill and office labour 
contracts expire on April 30, 1968. 


The Company has continued to give support and encouragement to various 
civic, social and cultural groups in the Charlevoix area and in the Province of 
Quebec generally. 


OUTLOOK 


A decline in earnings is expected during 1968 due principally to increasing 
costs. This may be accentuated by a possible reduction in shipments because of 
general economic conditions in the United States and due to the temporary over- 
expansion of North American newsprint making capacity. 


The Company is actively pursuing all available means of reducing costs, of 
improving product quality and of further enhancing its marketing position. We 
look forward to the future with confidence. 


For the Board of Directors, 


President Chairman of the Board 


Edward P. Walsh A. Emile Beauvais 
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CONSOLIDATED STATEMENT 
OF SOURCE AND 
APPLICATION OF FUNDS 


for the year ended December 31, 1967 


(with comparative figures for 1966) 


1967 
WORKING CAPITAL AT BEGINNING OF YEAR... 


SOURCE OF FUNDS: 


NetTeatnings t24. <2 oak te re ee eae $l7500,625 
Depreciation’: ; 2002 sate settee ee eens eee 767,250 
Depletion: 805g hee Oe ee eae 150,433 
Increaseuinataxe ec UCT On Samiti tana tn ae 62,305 


$ 2,548,823 


$ 7,684,592 


1966 
$ 7,242,299 


$ 1,694,633 
716,450 
149,495 

55,398 


$ 2,615,976 


Increase in long-term debt (Note 1).............. 7,196,000 
Issue of preferred shares 900). see - a  e 6,000,000 
$15,744,823 
$23,429,415 


APPLICATION OF FUNDS: 


Additions fo fixed?assetsss= aa eer eer $ 1,311,983 
Investment in-a subsidiary: .9-uen-. eee oe 4,060,120 
Investments set aside: 

To cover cost of capital projects sa... ae oe 6,318,797 

To provide for eventual repurchase of subsidiary 
Bonds: eee eee ee aes oe ea ae ree 600,000 

Reduction of long-term: debtsep, =. aes: sare 
Increase. an other asSetsc.ayaee eee sre een er 53,343 
Expenses of new financing...................5.. 420,739 
Dividends caw 4 exert ae ae ee 907,500 
$13,672,482 


— 


$ 2,615,976 
$ 9,858,275 


* O05;20¢ 


403,639 


473,000 
91,925 


720,000 


$ 2,293,817 


$59 ;-750,933 
Regrouping of prepaid expenses in 1967.......... = 


WORKING CAPITAL AT END OF YEAR............ $79,756,933 


$ 7,564,458 
120,134 


$ 7,684,592 


CONSOLIDATED STATEMENTS 
OF EARNINGS 


for the year ended December 31, 1967 


(with comparative figures for 1966) 


EARNINGS FOR THE YEAR 


1967 1966 
Sales and newsprint machine rental revenue, 
less cost of sales, selling and administrative 
CXOSNSES eer me. Ane ee eer st «as Rhee $ 2,900,233 $ 3,236,234 
Gainongroreign) Exchanges... ee... 25. ees ee 979,798 1,008,887 
$ 3,880,031 $ 4,245,121 
HEAVESIIMONELINICOIT Gre ate tera lees bs Ot acrid iw can es 463,859 148,872 
$ 4,343,890 $ 4,393,993 
lmieresimonalOngstermm Ge Olan. sa6 cass 4 ee eee 341,586 144,628 
$ 4,002,304 $ 4,249,365 
DEDECCIa Onde ere ee oe tens are Ae PR 767,250 716,450 
Earningsibetore income taxes... .. .2<eh.7:.% goee $93;235/054) “$° 3,532:915 
ACSKTNNE: TROSS UNE EN, oon Ree Seb adn eokousduees 1,666,219 1,838,282 
Nefrearnings for the year... 2.4. «sce aceusedsa. $ 1,568,835 $ 1,694,633 
RETAINED EARNINGS 
Balance ateoeginning of yeare.. 4.5.0. 0.22) $12,169,513 $11,194,880 
Nemeanunosu Ol tnesvear 4.) coun omen tn week 1,568,835 1,694,633 


$13,738,348 $12,889,513 
Commission, discount and expenses relating to the 
issue of preferred shares and debentures (less 


income tax. reductions of $33,300)... .5......-. 420,739 

$13,317,609 

Dividends on — preferred shares............... 187,500 
(ejnalanteln) SMIRDS «a no escanscoevca: 720,000 720,000 
BalamcerarenicOleVeal oan ¢ gece ta nove 5 On goercaune $12,410,109 $12,169,513 


AUDITORS’ REPORT 


We have examined the consolidated balance sheet of Donohue Brothers Limited and one of its sub- 
sidiary companies, Donohue Brothers Sales Corporation, as at December 31, 1967 and the consolidated 
statements of earnings and source and application of funds for the year then ended. We have obtained 
all the information and explanations we have required. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 

In our opinion, according to the best of our information and the explanations given to us and as 
shown by the books of the company and its subsidiary, Donohue Brothers Sales Corporation, these 
consolidated financial statements are drawn up so as to exhibit a true and correct view of the state 
of the affairs of the company and its subsidiary as at December 31, 1967, the results of their operations 
and the source and application of their funds for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


SAMSON, BELAIR, COTE, LACROIX 
ET ASSOCIES 


Chartered Accountants 
QUEBEC, March 5, 1968. 
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CONSOLIDATED BALANCE SHEET 


ASSETS 
CURRENT ASSETS : 


Government bonds and short-term investments 
(Marketzvallec$3.865,598)=- or. ee ne ee 
Accounts: receivablex suiier. Ser ete ey es. 
Inventories, at cost : 
Finished products, supplies, pulpwood and expendi- 
tures on current logging operations................. 


Prepaidsexpenses: pao. erator ear rene 


INVESTMENT IN SUBSIDIARY COMPANY: (Note 4) 
Capital:stock= ttn ere ee eet ee, ee Se eee ee 
Debentures erses cree ere eee ee en 


OTHER ASSETS : 


Short-term investments set aside : 
To cover cost of approved capital projects............ 


To provide for eventual repurchase of subsidiary bonds 
= (Notes) Seater ot nae re ee cae ark ae Or 


Defertedicharges = cca memr mete eae ese es ee 
specialiretunedal leet ax igre ee 


FIXED ASSETS : 
Real estate, mills, machinery and equipment, at cost..... 
Accumulated tdesreciation ma am pear aerate 


(Noted?) <i eG Sheer cea te eee oti ne Bn Rend ee 
Timber limutsalessidepleticn 2m asses nan serene 


ConstructionsUncer prOQL esc amram tine tne tiene 


On behalf of the Board: 


A. EMILE BEAUVAIS 


J. N. COLE \ Directors. 


1967 
$ 345,774 


3,785,819 
1,970,643 

3, l5277.09 
158,456 

Si 4133475 


1966 
$ 1,333,143 


2,555,049 
L211 879 
4,199,031 
120,134 

$ 9,419,236 


$219385/120 
2,675,000 


$ 4,060,120 


$ 7,116,397 $ 797,600 
600,000 

69,183 39,471 

95,7798 72,167 

$ 7,881,378 $ 909,238 

$16,633,366 $15,503,131 

Miplgpe2o 10,397,862 


$ 5,494,137 
2,050,072 
157,440 


$ 5,105,269 
2,810,580 


$ 8,310,149 
$31,665,122 


$ 7,915,849 


$18,244,323 


(with comparative 


AS AT DECEMBER 31, 1967 


figures for 1966) 


LIABILITIES 


CURRENT LIABILITIES : 1967 1966 
Accounts payable and accrued liabilities............... $61,106,747. $ 738,027. 
PICOMR SRT AXE SE HAV ALC ste mtg 08 Ot if ets cay ye xan. Arce a 419,503 793,984 
Sinking fund requirements payable within one year, less 
specific deposits for this purposea...<.....<.-:..... 130,292 206,833 
$ 1,656,542 $ 1,734,644 
LONG-TERM DEBT — (Note 1).......................-. $ 9,400,000 $ 2,204,000 
ACCUMULATED TAX REDUCTIONS APPLICABLE TO 
FUTURE YEARS — (Nofe’3)2 3.2 .¢.25¢%5 642 fa56-em22 5: $ 198,471 $ 136,166 
SHAREHOLDERS’ EQUITY 
CAPITAL-STOCK : 
Preferred shares of the par value of $25 each issuable 
in series — (Note 5): 
Authorized : 500,000 shares 
Issued: 240,000 — 6%4% cumulative, redeemable 
preferred shares 1967 series: .... 1 8020. S ese se eve es $ 6,000,000 
Common shares without par value: 
Authorized : 3,600,000 shares 
ssted).em1-e00/000' shares fa.2m ots eGo sake Salen 2,000,000 $ 2,000,000 
RETAINED EARNINGS................. 00.02.0200 0 0e- 12,410,109 12,169,513 
$20,410,109 $14,169,513 
$31,665,122 $18,244,323 


DION ON UES B ROM HE Riss Se iiMil ie 
AND SUBSIDIARY COMPANY 


NOTES TO 
FINANCIAL STATEMENTS 


for the year ended December 31, 1967 
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NOTE 1 — LONG-TERM DEBT: 1967 1966 
FIRST MORTGAGE BONDS : 
AUthorized ae teas eee ee $5,000,000 
Outstanding : 
Series “A”: 
5% Sinking fund bonds due February 15, 1967.... — $ 140,000 
Series “B”: 
4%% Sinking fund bonds due February 15, 1967, 
payable in U:S3 tUndS 7am ee ere — 100,000 
Series “C”; 
4% Sinking fund bonds to mature August 15, 1975 $ 595,000 645,000 
Series “D”: 
5% Sinking fund bonds to mature December 1, 1976, 
payable in U.S. funds —vat Paras. 30 a 935,000 990,000 
Series “E” : 
6% Sinking fund bonds to mature February 15, 
1977, payable in U. S. funds — at par.......... 574,000 602,000 
$ 2,104,000 $ 2,477,000 
UNSECURED NOTES — 52% redeemed in 1967.... — 200,000 
DEBENTURES : 
Series “A”: 
74% Sinking fund debentures to mature August 1, 
LOB O Gee Ten By ee neat erp renee Cer ee 7,500,000 
$ 9,604,000 $ 2,677,000 
Less: Sinking fund requirements payable within 
ONG Vea tment es ke bots ses eka eer 204,000 473,000 
$ 9,400,000 $ 2,204,000 


NOTES TO 
FINANCIAL STATEMENTS 


(with comparative figures for 1966) 
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NOTE 2 — FIXED ASSETS: 


The fixed assets of the company, other than timber limits, were valued by Stone 
& Webster Canada Limited as at July 31, 1962; according to their valuation, the 
estimated depreciated replacemnt cost was then $16,888,846. The net cost of 
fixed assets acquired since that date amounted to $4,630,383. 


NOTE 3 — DEPRECIATION AND TAX REDUCTION : 


The current year’s taxes payable have been reduced by $62,305 as a result of 
claiming for tax purposes, capital cost allowances in excess of the depreciation 
recorded in the accounts. This difference is applicable to those future periods in 
which the amounts claimed for tax purposes will be less than the depreciation 
recorded in the accounts and is accordingly included in the balance sheet in the 
item “Accumulated tax reductions applicable to future years”. 


NOTE 4 — CHARLEVOIX PAPER COMPANY LIMITED : 


The holdings in the capital-stock of this subsidiary company represents 55.4% of 
the common and the preferred shares outstanding. This subsidiary is not con- 
solidated; the plant is under construction and all expenditures incurred have been 
deferred. 


The company has guaranteed the completion of the construction of the newsprint 
mill and has agreed in addition to repurchase the $7,500,000 (U.S.) principal amount 
of first mortgage bonds of this subsidiary if the newsprint mill is not completed 
before May 1, 1971 for a reason other than force majeure, or in any event before 
Maye 1,2:1973: 


To cover the eventuality of the repurchase of said first mortgage bonds, the 
company has entered into an agreement with a financial institution whereby 
$600,000 is deposited annually until it will be released of this commitment. 


NOTE 5 — PREFERRED SHARES : 


On May 29, 1967 the authorized capital-stock of the company was increased by 
500,000 preferred shares of the par value of $25 each issuable in series, and 
240,000 — 6%% cumulative, redeemable preferred shares 1967 series were issued 
in August 1967. 


NOTE 6 — COMMITMENTS AND CONTINGENCIES : 
To assist its employees in the acquisition of properties for dwellings or for 


recreational purposes, the company has guaranteed mortgage loans for a total 
amount of $172,093. 


NOTE 7 — GRANT RECEIVABLE : 


Application has been made for a grant of approximatively $1,000,000 under 
the provisions of the Area Development Incentive Act, which is expected to be 
received following completion of the expansion project and will be recorded at 


that time. 


page 12 


Ovi0mme=22,0 G€8'89S' | 
Or'0 760 ££9'769' | 
Or'0 €8'0 vS8'Z6r' | 
Oro £80 ELE’E9S'L 
Or'0 08'0 880’ Ler’ L 
%1e°0 080 0€9'Srr'l 
0€'0 S90 L69'S9L'L 
0€'0 6S°0 668'290'| 
GZ'0 ZS'0 116076 
SZ'0 670 ese’ses ¢ 
#242US « O48YS 
jad jad sBuluseq Jan 
puepiaiq peuiel 


L961L-8S6L 


6172'999'L 
787 BER" L 
7821 ESL 
7S0'66S' | 
SSr'6EeS' | 
8VZ'7Z9' | 
LE VOGH 
OZGS hiet 
912'SZ6 


69r'LZSZ ¢$ 


*£96| Ul SpuaplAlp passajasd Jo} aseys Jad OO Buljonpap JeiWy, 
*sazeys Q00/008’1 J$O Jelideo aieys Bulpuejsyno juasaid ayy jo siseq ay} UO pajejndje> aie aseys 4ad spuapiAip pue sbuluie;, 


OS2’Z9Z 
Osr'9LZ 
997 TIL 
VEO'79L 
0€6'L69 
LOL’ 109 
606'78S 
990'VSS 


LE6'98r 


c0e’sZe$ 


soxey 
awodu| JO4 
UOISIAOI 


SYV4dAa 


uoljeinaidaq 


404 
UOISIAOId 


JHL 


v0€'Z00'r 887'6Ll 
S9E'6VE VT 806'SZL 
ZOV’9EL'E 9V8'ZLI 
669'7Z6'E ySr'OLl 
€L7'899'E ve9'901 
G80'729'E S91’601 
LV6' 676% SL8’E0L 
GEC‘ LEL'T 00S’ZOL 
8S0'ESE'Z ZOV’00L 
SZ9'810'Z$ 88Z'Z8 

Beis Uouce Siena 


-aidaq eiojaq 
sBulusez 


SIJILSILVIS 


[Eton 


L961 


9961 


S96l 


v9I6l 


£96l 


7961 


L96L 


0961 


6S6l 


8Sé6l 


1958 


1959 


1960 


1961 


1962 


1963 


1964 


1965 


1966 


1967 


*Le gain par action et le dividende sont basés sur le capital-actions actuel de 1,800,000 actions. 


STATISTIQUES POUR LES 


Production 
totale 
(tonnes) 


87,788 
100,402 
102,500 
103,815 
109-65 
106,634 
110,454 
112,846 
125,908 


119,288 


ANNEES 


Bénéfices avant Provision 
amortissement Provision pour 
EE Beare ea 
$2,018,625 $375,803 $ 757,469 
2,393,058 486,931 925,216 
DU Si23 a 554,066 My 2278) 
2,949,947 582,909 P20Is3A7: 
3,672,085 CON 707, 1,624,748 
3,668,473 697,930 1,539,455 
3,924,699 762,034 alo 52 
3,736,402 PAPA tafe) Joa15262 
4,249,365 716,450 1,030,202 
4,002,304 767,250 1,666,219 


**Aprés une déduction de $0.10 par action pour dividendes privilégiés en 1967. 


1958-1967 


Gain 

Bénéfices nets par 
action * 
$ 885,353 0.49 
940,911 0.52 
1,067,899 0.59 
1,165,691 0.65 
1,445,630 0.80 
1,431,088 0.80 
1,563,313 0.87 
1,492,854 0.83 
1,694,633 0.94 

1,568,835 O77"* 


Dividende 


par 
action * 


0.25 
0.25 
0.30 
0.30 
0.31% 
0.40 
0.40 
0.40 
0.40 


0.40 
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